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The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

Transmitted  herewith  is  the  report  on  the  audit  of  the  Montana 
State  Prison  for  the  year  ended  June  30,  1979. 

The  audit  was  conducted  by  Hensleigh,  Ottolino  &  Salisbury, 
C.P.A.s,  under  a  contract  between  the  firm  and  our  office.   The 
comments  and  recommendations  contained  in  this  report  represent  the 
views  of  the  firm  and  not  necessarily  the  Legislative  Auditor. 

The  agency's  written  response  to  the  report  recommendations  is 
included  in  the  back  of  the  audit  report. 

Respectfully  submitted, 

Morris  L.  Brusett,  C.P.A. 
Legislative  Auditor 
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SUMMARY  OF  RECOMMENDATIONS 
(continued) 


Page 

Account  for  delivery  tickets  in  a  document  numbering 
log.   The  pads  of  delivery  tickets  issued  to  the 
various  responsibility  centers  should  be  signed 
for  and  a  register  maintained  of  pads  of  tickets 
issued.  6 

Agency  Reply:   Concur.  37 

Designate  an  individual  to  assume  the  Ranch  accountant's 
duties  when  the  accountant  is  expected  to  be 
aibsent  an  extended  period  of  time.  7 

Agency  Reply;   Concur.  37 

Review  the  license  plate  factory  program  to  determine  if 
utility  costs  could  be  allocated  to  the  program 
and  thus  be  funded  by  the  motor  vehicles  earmarked 
revenue  fund.  8 

Agency  Reply:   Concur.  38 

Set  rental  prices  at  fair  market  value  (allowing  for 

such  items  as  discounts  to  employees  that  are  required 

by  the  employer  to  live  on  the  premises) .  8 

Agency  Reply:   Concur.  38 

Have  employees  living  in  housing  rentals  sign  rental 

agreements  which  include  a  list  of  state  owned  personal 
property  on  the  premises.  8 

Agency  Reply;   Concur.  38 

Department  of  Institutions  establish  written  guidelines  on 

charges  on  rental  housing.  9 

Agency  Reply;   Concur.  38 

Require  supervisors  to  sign  leave  requests  before  they  are 

posted  to  the  leave  records.  9 

Agency  Reply:   Concur.  38 
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Continue  to  study  a)  the  reasons  for  excessive  overtime 
while  remaining  within  the  guidelines  of  Montana 
law  MCA  53-30-103  regarding  the  working  hours  of 
correctional  personnel  and  b)  the  efficiency  of 
scheduling  employees  to  work  areas  and  shifts.  10 

Agency  Reply;   Concur.  38 

Revise  individual  employee  time  cards.   All  time  sheets 
should  be  signed  by  the  individual  employee 
and  all  overtime  approved  by  the  shift  supervisor 
before  submission  to  the  payroll  clerk.   The 
possibility  of  a  time  clock  for  custody  employees 
should  also  be  considered  for  both  accounting  and 
control  purposes.  11 

Agency  Reply:   Concur.  39 

Bill  the  general  fund  on  a  timely  basis  for  goods 

delivered  to  the  prison  food  service  regardless  of 
the  financial  position  of  the  general  fund.   The 
practice  of  using  intra-agency  enterprise  funds  to 
attempt  to  stay  within  appropriations  should  be 
discontinued.  12 

Agency  Reply;   Concur.  39 

Reconcile  monthly  the  Form  511  Budgeted  Encumbrance 

Subsidiary  Detail  Ledger  to  the  agency's  copies  of 

outstanding  requisitions,  agency  purchase  orders 

and  purchase  orders.  12 

Agency  Reply;   Concur.  40 

Prepare  distribution  vouchers  allocating  costs  between 
fxinds  on  a  quarterly  basis  to  provide  accurate 
budget  information  as  to  appropriations.   The 
vouchers  should  be  supported  by  adequate  documentation 
and  approved  by  the  supervisor  of  the  accounting 
entity  being  charged.   Furthermore,  to  properly 
allocate  utility  costs  between  various  programs , 
proceed  to  have  the  Montana  Power  Company  study  the 
utility  costs  of  the  various  buildings.  13 

Agency  Reply;   Concur.  40 
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Prepare  an  updated  authorized  signature  record.  14 

Agency  Reply;    Concur.  40 

Maintain  a  document  numbering  log  for  distribution  and 

journal  vouchers.  14 

Agency  Reply;   Concur.  40 

Complete  its  accounting  for  fixed  assets.   The  assets 

should  be  reflected  on  SBAS  as  a  general  fixed  asset 

account.   Adequate  documentation  must  accompany 

the  valuation.  14 

Agency  Reply;   Concur.  41 

Department  of  Administration  furnish  adequate  quidelines 
as  to  what  procedures  and  documentation  the  agency 
needs  to  substantiate  estimates  attributed  to  fixed 
assets.   The  procedures  should  be  sufficient  to  allow 
an  expression  of  opinion  on  the  general  fixed 
asset  accoxint.  15 

Agency  Reply:   Concur.  43 

Deposit  monies  whenever  they  exceed  $500  (M.O.M.  2-1210.22).   15 

Agency  Reply;   Concur.  41 

Deposit  receipts  of  $25,000  or  more  immediately  and  notify 

the  Treasury  Division  by  telephone  (M.O.M.  2-1210.22).     16 

Agency  Reply:   Concur.  41 

Maintain  a  daily  record  of  collections  (M.O.M.  2-1210.24).     16 

Agency  Reply;   Concur.  41 

Maintain  a  registry  of  safe  combinations  or  keys  to 
safekeeping  devices  (M.O.M.  2-1210.26).   Also, 
the  combination  to  the  safe  should  be  changed  as 
it  has  been  many  years  since  the  last  change .  16 

Agency  Reply;   Concur.  42 
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Department  of  Administration  review  the  dollar  limits 
for  purchases  and   raise  them  accordingly 
considering  the  effect  of  inflation.  17 

Agency  Reply;   Concur.  43 

Take  formal  auinual  physical  inventories  in  the  warehouse 

and  the  Canteen.  17 

Agency  Reply:   Concur.  42 

Prepare  a  list  after  taking  the  physical  inventory  of 
excess  and  obsolete  inventory  items  and  take 
appropriate  action  to  surplus  these  items.  18 

Agency  Reply;   concur.  42 

Convert  perpetual  inventory  records  to  SIMS  if  funding 

for  this  purchase  can  be  obtained.  18 

Agency  Reply;  Concur.  42 


Vlll 


HGN5L6IGH,  OTTOLINO  &  SALISBURY 
CGRTIFIGD  PUBLIC  ACCOUNTANTS 

PO   Box  1181  •  Suite  210  Placer  Centet   21  North  Last  Chance  Gulch   Helena   Montana  59601  •  (406)  443  0010 


September  20,  1979 


The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

We  have  examined  the  financial  statements  of  the  various  funds  of 
Montana  State  Prison  for  the  fiscal  year  ended  June  30,  1979  as 
listed  in  the  accompanying  table  of  contents.   Our  examination  was 
made  in  accordance  with  generally  accepted  auditing  standards  and 
included  such  tests  of  the  accounting  records  and  such  other  auditing 
procedures  as  we  considered  necessary  in  the  circumstances. 

Montana  State  Prison  has  not  maintained  a  complete  record  of  its 
general  fixed  assets,  and  accordingly,  a  statement  of  general  fixed 
assets,  required  by  generally  accepted  accounting  principles, 
applicable  to  governmental  units,  is  not  included  in  the  accompanying 
financial  statements. 

As  stated  in  Note  4  to  the  financial  statements,  inventories,  fixed 
assets  and  depreciation  have  not  been  recorded  in  the  accompanying  financial 
statements  for  the  prison  ranch  revolving  fiind  as  of  June  30,  1979. 
The  amounts  by  which  the  financial  statements  would  change,  if  these 
items  were  included,  cannot  be  determined. 

As  more  fully  explained  in  Note  5,  revenues  of  the  general  fund  are 
overstated  by  $320,051  due  to  prior  year  revenue  from  oil  and  gas  leases 
euid  timber  sales  being  recorded  as  current  year  revenue.   This  over- 
statement does  not  directly  affect  the  assets  of  the  Prison  general  fund 
since  these  revenues  are  deposited  to  the  state  general  fund  treasury 
account  administered  by  the  Department  of  Administration. 

As  set  forth  in  the  audit  contract.  Law  Enforcement  Assistance 
Administration  grants  were  excluded  from  the  audit  scope. 

Because  of  the  limitation  of  audit  scope  explained  in  paragraph 
five,  we  do  not  express  an  opinion  on  the  financial  statements 
for  the  Federal  and  Private  Revenue  Fund  —  Law  Enforcement 
Assitance  Administration  grants. 

In  our  opinion,  because  of  the  effects  of  the  matters  discussed 
in  paragraphs  three  and  four,  the  balance  sheets,  the  statements  of 
revenue  and  income  —  estimated  and  actual  and  expenditures  compared  to 
appropriations,  and  the  statement  of  changes  in  fund  balance  for  the 
general  fund  and  the  prison  ranch  revolving  fund  and  the  statement 
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of  sources  and  applications  of  cash  funds  for  the  prison  ranch  revolving 
fund  do  not  present  fairly,  in  conformity  with  generally  accepted 
accounting  principles  applicable  to  governmental  units,  the  financial 
position  of  Montana  State  Prison  as  of  June  30,  1979  and  the  results 
of  its  operations  and  changes  in  its  financial  position  for  the  fiscal 
year  then  ended. 

In  our  opinion,  the  balance  sheets,  the  statements  of  revenue  and 
income — estimated  and  actual  and  expenditures  compared  to  appropriations 
and  the  statement  of  changes  in  fund  balance  for  the  motor  vehicle 
earmarked  revenue  fund,  federal  and  private  revenue  fund  —  other, 
bond  proceeds  and  insurance  fund,  and  prison  agency  fund  present  fairly 
the  financial  position  of  Montana  State  Prison  as  of  June  30,  1979  and  the 
results  of  its  operations  and  changes  in  fund  balances  for  the 
fiscal  year  then  ended,  in  conformity  with  generally  accepted 
accoxinting  principles  applicable  to  governmental  units  applied  on 
a  basis  consistent  with  that  of  the  preceding  year. 

The  accompanying  schedules  of  expenditures  by  program,  changes 
in  inmate  trust  accounts,  and  construction  costs  are  not  necessary  for 
a  fair  presentation  of  the  financial  statements ,  but  are  presented  as 
supplementary  information.   This  information  has  been  subjected  to  the 
tests  and  other  auditing  procedures  applied  in  our  examination  of  the 
financial  statements,  and  in  our  opinion,  except  as  described  in  the 
third  and  fifth  paragraphs,  is  fairly  stated  in  all  material  respects  in 
relation  to  the  financial  statements  taken  as  a  whole. 
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COMMENTS 


COMMENTS 

INTRODUCTION 

The  primary  purpose  of  our  examination  of  the  financial  statements 
of  the  various  funds  of  Montana  State  Prison  for  the  fiscal  year  ended 
June  30,  1979  was  to  enable  us  to  form  an  opinion  as  to  the  financial 
position  of  such  funds  for  the  year  then  ended,  and  to  test  for  compliance 
with  state  and  federal  laws  applicable  to  the  Prison. 

As  a  part  of  our  examination,  we  reviewed  and  tested  the  Prison's 
system  of  internal  accounting  control  to  the  extent  we  considered 
necessary  to  evaluate  the  system  as  required  by  generally  accepted 
auditing  standards.   Under  these  standards,  the  purpose  of  such 
evaluation  is  to  establish  a  basis  for  reliance  thereon  in  determining 
the  nature,  timing  and  extent  of  other  auditing  procedures  that  are 
necessary  for  expressing  an  opinion  on  the  financial  statements . 

The  objective  of  internal  accounting  control  is  to  provide  reasonable, 
but  not  absolute,  assurance  as  to  the  safeguarding  of  assets  against 
loss  from  unauthorized  use  or  disposition  and  the  reliability  of 
financial  records  for  preparing  financial  statements  and  maintaining 
accoxontability  for  assets.   The  concept  of  reasonable  assurance 
recognizes  that  the  cost  of  a  system  of  internal  accounting 

control  should  not  exceed  the  benefits  derived,  and  also  recognizes  that  the 
evaluation  of  these  factors  necessarily  requires  the  use  of  estimates 
and  judgements  by  management. 

There  are  inherent  limitations  that  should  be  recognized  in  considering 
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(continued) 


INTRODUCTION  (continued) 

the  potential  effectiveness  of  any  system  of  internal  accounting  control. 

In  the  performance  of  most  control  procedures ,  errors  can  result 

from  misunderstanding  of  instructions,  mistakes  of  judgement,  carelessness, 

or  other  personal  factors.   Control  procedures  whose  effectiveness 

depends  upon  segregation  of  duties  can  be  circumvented  by  collusion. 

Similarly,  control  procedures  can  be  circumvented  intentionally 

by  management  with  respect  either  to  the  execution  and  recording  of 

transactions  or  with  respect  to  the  estimates  and  judgements  required 

in  the  preparation  of  financial  statements.   Further,  projection  of  any 

evaluation  of  internal  accounting  control  to  future  periods  is 

subject  to  the  risk  that  the  procedure  may  become  inadequate  because 

of  changes  in  conditions  and  that  the  degree  of  compliance  with  the 

procedures  may  deteriorate. 

Our  study  and  evaluation  of  the  Prison's  system  of  internal  accounting 
control  would  not  necessarily  disclose  all  weaknesses  in  the  system. 
However,  we  noted  certain  areas  where  financial  matters  should  be 
considered,  accounting  procedures  improved  and  internal  control 
strengthened.   The  following  summarizes  our  comments  and  recommendations. 
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COMiyiENTS 

ACCOUNTS  RECEIVABLE 

At  year-end  it  is  the  policy  of  state  agencies  to  make  year-end 
accruals.   From  an  accounting  standpoint,  these  procedures  are  very 
important  to  include  in  the  current  year's  financial  activity  revenues 
that  are  measurable  and  available  to  finance  the  agencies'  operations. 
However,  in  reviewing  the  June  30,  1978  accruals  for  the  federal  and 
private  revenue  fund,  we  noted  that  the  siibsequent  collection  of  the  proceeds 
was  not  correctly  credited  to  the  accoiints  receivable,  but  was  credited 
to  current  year  revenues.   Although  the  case  in  point  results  in  an 
overstatement  of  assets  and  revenues  of  only  $12,617,  it  indicates  that 
receivables  are  not  being  reconciled  in  all  instances.   This  is  a  weakness 
in  internal  control  over  billings  and  collections. 

RECOMMENDATION 

We  recommend  that  the  Prison  review  accounts  receivable 
periodically  during  the  year  to  insure  that  all  revenues 
accrued  and  billed  are  promptly  collected  and  to  assure 
that  accovints  are  properly  recorded  and  adjusted. 

PROPERTY  LOSSES 


MCA  2-17-105  on  insurance  on  state  buildings,  use  of  proceeds  -  building 
replacement,  states  that  "if  monies  received  as  indemnification  for 
damage  to  state  buildings...  are  not  spent  or  committed  within  two  years 
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COMMENTS 
(continued) 

from  the  time  they  are  received,  they  shall  automatically  revert  to  the 
fund  and  account  from  which  the  premiums  were  paid."  Also,  according 
to  this  law,  monies  transferred  in  this  manner  may  not  be  spent  by  the 
"agency  having  custody  of  the  damaged  property  but  shall  be  available 
for  future  legislative  appropriation."   The  Prison  currently  has  $7,798 
still  available  from  insurance  losses  prior  to  January  1977  which  were 
not  committed  as  of  June  30,  1979. 

RECOMMENDATION 

We  recommend  that  the  Prison  comply  with  MCA  2-17-105  on 
insurance  on  state  buildings,  use  of  proceeds  —  building 
replacement  and  transfer  these  monies  as  specified  by  law. 

INMATE  ACCOUNTS 
Canteen  Fund 

The  Prison  operates  a  Canteen  in  which  inmates  can  order  various 
goods  with  monies  from  their  individual  accounts.   Since  the  last  audit 
report  date  of  June  30,  1976,  the  canteen  fund  has  increased  from  $962 
to  $20,778.   This  increase  is  the  result  of  1)  greater  markup  on  goods 
sold,  and  2)  no  operating  costs  of  significance  being  charged  to  the 
fund,  and  3)  increased  inmate  population. 

In  reference  to  item  (1) ,  we  were  unable  to  locate  written  guidelines 
by  the  Prison  officials  as  to  the  markups  for  the  various  classes  or  types 
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COMMENTS 
(continued) 

of  goods  sold  at  the  Canteen.   In  reference  to  item  (2) ,  the  Prison 
converted  from  its  manual  posting  machine  to  a  computerized  bookkeeping 
system.   The  software  development  costs  (i.e.  programming)  and  the 
monthly  rental  charges  for  a  computer  terminal  at  the  Prison  have  been 
charged  to  the  Canteen  fund.   In  essence,  the  Canteen  fund  currently 
supports  only  direct  operating  costs.   However,  overhead  salary  and  building 
repair  costs  are  paid  for  by  the  general  fund.  As  such,  it  seems  that 
profits,  if  any,  from  the  Canteen  purchases  should  be  used  to  help  offset 
these  overhead  costs  paid  for  by  the  general  fund. 

RECOMMENDATION 

We  recommend  that  the  Prison: 

1)  Set  up  a  written  pricing  policy  on  markups  for  the  various 
types  of  goods  sold  at  the  Canteen. 

2)  Study  the  financial  impact  of  the  pricing  policy  for 
Canteen  goods  and  determine  if  profits  could  be  used  to 
reimburse  the  general  fvind. 

PRISON  RANCH  OPERATIONS 


During  the  review  of  the  Ranch  receipts,  it  was  noticed  that  receipts 
for  the  sale  of  excess  milk  to  a  cheese  manufacturer  were  not  received 
from  six  to  eight  months  after  delivery  of  the  excess  milk.   The  amounts 
are  generally  several  thousand  dollars. 
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(continued) 

The  source  of  billing  consumers  of  the  Ranch's  products  is  a 
delivery  ticket.   The  delivery  ticket  is  pre-numbered  and  prepared 
in  triplicate  by  the  Ranch  responsibility  center  issuing  the  goods 
(i.e.  Dairy).   Each  responsibility  center  is  issued  a  pad  of  delivery 
tickets  for  its  use.   However,  there  is  not  a  formal  control  over 
these  delivery  tickets  to  prevent  possible  misuse  or  loss  of  revenue  due  to 
misplaced  or  lost  tickets. 

When  the  Ranch  accountant  is  gone  for  extended  periods  of 
time,  no  other  individual  assumes  his  duties.   This  results  in  a  back- 
log of  invoices  to  be  paid  and  billing  for  goods  sold. 

RECOMMENDATION 

We  recommend  that  the  Prison: 

1)  Telephone  the  cheese  manufacturer  within  one  week  of 
delivery  of  the  excess  milk.   The  butter  fat  content 
euid  other  applicable  information  necessary  to  bill  the 
manufacturer  can  then  be  obtained  and  a  bill  submitted. 
The  bill  should  indicate  that  the  amount  is  due  within 
30  days  and  the  30  day  limit  should  be  strictly 
enforced.   The  Ranch's  copy  of  the  weigh  station's 
weight  registration  for  pounds  of  milk  delivered  caui  be 
used  as  a  partial  check  of  the  manufacturer's  information. 

2)  Account  for  delivery  tickets  in  a  document  niunbering  log. 
The  pads  of  delivery  tickets  issued  to  the  various 
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COMMENTS 
(continued) 

RECOMMENDATION  (continued) 

responsibility  centers  should  be  signed  for  and  a 
register  maintained  of  pads  of  tickets  issued.   The 
pink  copy  of  the  delivery  ticket  that  is  prepared 
should  be  maintained  by  the  responsibility  center  as 
evidence  of  a  shipment  made  and  for  reference  purposes. 
Currently  the  pink  copy  is  discarded. 

3)   Designate  an  individual  to  assume  the  Ranch  accountant's 
duties  when  the  accounteuit  is  expected  to  be  absent 
an  extended  period  of  time.   This  will  continue  the  processing 
of  invoices  and  delivery  tickets,  as  well  as  provide 
additional  control  over  the  Ranch  accounting  process. 

LICENSE  PLATE  FACTORY  PROGRAM 

The  prior  audit  report  for  June  30,  1976  recommended  that  an  enterprise 
fund  be  set  up  for  the  license  plate  factory.   Setting  up  an  enterprise  fund 
would  require,  according  to  generally  accepted  accounting  principles 
for  governmental  units,  that  inventories,  fixed  assets  and  depreciation 
be  recorded  for  the  fund.   We  do  not  necessarily  agree  that  this  fund 
needs  to  be  treated  as  an  enterprise  fund.   However,  there  are  certain  direct 
costs  of  manufacturing  license  plates  that  are  not  being  charged  to  the 
program.  The  prime  example  is  utility  costs,  which  are  entirely  funded 
by  the  general  fund. 
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COMMENTS 
(continued) 

RECOMMENDATION 

We  recommend  that  the  Prison  review  the  license  plate 
factory  program  to  determine  if  utility  costs  could  be 
allocated  to  the  program  and  thus  be  fvinded  by  the  motor 
vehicles  earmarked  revenue  fund. 

HOUSING  RENTALS 

The  Prison  is  providing  13  housing  rentals  to  employees.   These 
rentals  are  offered  to  employees  for  monthly  rentals  of  $20  -  $40. 
However,  even  during  the  summer  months,  utility  bills  range  from  $25 
to  $120  per  month  per  unit.   Obviously,  rental  income  does  not  even 
cover  the  cost  of  utilities  for  these  rental  houses.   Furthermore,  the  Prison 
has  not  had  these  employees  sign  any  rental  agreement  that  also  includes 
a  list  of  state  owned  personal  property  on  the  premises . 

The  Department  of  Institutions  has  not  established  written  rental 
housing  guidelines  that  would  standardize  the  benefits  received  by 
employees  throughout  the  Department. 

RECOMMENDATION 

We  recommend  that  the  Prison: 

1)  Set  rental  prices  at  fair  market  value  (allowing  for 
such  items  as  discounts  to  employees  that  are  required 
by  the  employer  to  live  on  the  premises) . 

2)  Have  employees  living  in  housing  rentals  sign  rental 
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COMMENTS 
(continued) 

RECOMMENDATION  (continued) 

agreements  which  include  a  list  of  state  owned  personal 

property  on  the  premises. 
We  recommend  that  the  Department  of  Institutions  establish 
written  guidelines  on  charges  for  rental  housing. 

EMPLOYEE  LEAVE 

During  our  examination  of  payroll  records ,  we  were  unable  to 
locate  memy  of  the  standard  employee  request  for  leave  forms  for  sick 
leave.   Thus,  employee  leave  was  posted  to  employee  leave  records  without 
the  required  supervisory  approvals.   In  order  to  ensure  that  leave 
records  are  appropriate  and  properly  posted,  the  Prison  should  require 
appropriate  supervisors  to  sign  all  leave  requests  before  they  are 
posted  to  the  leave  record.  Approved  employee  requests  for  leave 
forms  should  be  sent  to  the  accounting  office  for  posting  before  they 
are  sent  to  the  personnel  office  for  filing. 

RECOMMENDATION 

We  recommend  that  the  Prison  require  supervisors  to  sign  leave 

requests  before  they  are  posted  to  the  leave  records. 

PAYROLL 

During  our  review  of  payroll,  it  was  noticed  that  a  substantial 
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COMMENTS 
(continued) 

amount  of  overtime  is  being  paid  custody  employees .   We  also  noticed 
several  errors  on  employee  time  sheets  due  to  time  not  being  reported 
accurately  or  reported  hours  were  not  recorded  from  employee  time  sheets 
to  the  individual  employee  time  cards . 

The  errors  related  to  hours  not  reported  on  the  individual 
time  cards  is  mainly  due  to  the  poor  design  of  the  individual  pay  cards 
and  the  manner  in  which  weekly  time  sheets  are  siobmitted  to  the  payroll 
clerk. 

The  Prison  has  implemented  a  special  time  sheet  to  account  for  and 
justify  overtime  being  paid.   This  is  a  very  good  procedure,  but  the 
approval  for  overtime  is  often  not  indicated  on  the  overtime  sheets . 
Also,  there  is  not  a  procedure  which  allows  the  employee  to  verify  the 
overtime  reported  on  the  time  sheet. 

RECOMMENDATION 

We  recommend  that  the  Prison: 

1)   Continue  to  study  a)  the  reasons  for  excess  overtime 
while  remaining  within  the  guidelines  of  Montana  law 
MCA  53-30-103  regarding  the  working  hours  of  correctional 
personnel,  and  b)  the  efficiency  of  scheduling  employees 
to  work  areas  and  shifts.   A  study  should  be  made  as  to 
how  many  additional  full  time  employees  could  be  hired 
to  alleviate  the  overtime  burden  at  no  additional  dollar 
cost  to  the  Prison.   As  an  example  of  overtime,  there  were 
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COMMENTS 
(continued) 

RECOMMENDATION  (continued) 

663  hours  of  overtime  reported  in  the  custody  section 
for  the  period  November  4th  to  the  10th. 

2)   Revise  individual  employee  time  cards.   Currently,  the 
daily  hours  indicated  on  the  time  sheets  are 
again  transferred  to  the  individual's  time  card.   This 
results  in  a  duplication  of  work,  errors,  and  cluttered 
and  hard  to  read  individual  time  cards.   The  individual 
time  cards  should  be  designed  to  report  only  the  total 
time  for  the  week  as  to  regular  time,  sick  leave,  vacation 
leave  and  overtime.   The  time  sheets  should  include  a 
total  column  for  each  employee  which  would  then  be  used 
by  the  payroll  clerk  to  post  to  the  individual  time  card. 
All  time  sheets  should  be  totaled  and  compared  to  the 
total  hours  reported  on  the  pre-payroll  that  is  sent  to 
Central  Payroll.   Because  overtime  is  not  always  paid  time, 
the  overtime  sheets  must  be  broken  down  as  to  compensatory 
time  and  paid  time  in  the  total  column  to  allow  a 
reconciliation  to  the  pre-payroll  report.   All  time  sheets 
should  be  signed  by  the  individual  employee  and  all  over- 
time approved  by  the  shift  supervisor  before  submission  to 
the  payroll  clerk. 

The  possibility  of  a  time  clock  for  custody  employees  should 

also  be  considered  for  both  accounting  and  control  purposes . 
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COMMENTS 
(continued) 

YEAR-END  ACCRUALS 

During  the  course  of  our  review  of  year-end  accruals ,  it  was  noticed 
that  $10,000  payable  was  established  by  the  general  fund  to  the  ranch 
revolving  fund.   The  reason  was  that  it  was  not  certain  if  the  general 
fund  would  have  enough  appropriation  to  pay  the  full  amount  of  the  May 
bills  due  to  the  Ranch.   When  it  was  determined  there  would  be  sufficient 
appropriation,  the  accrual  was  made. 

At  the  end  of  the  year,  all  encumbrances  are  automatically  closed 
out.   It  was  noticed  that  several  requisitions  were  then  not  accrued 
because  when  the  purchase  order  applicable  to  the  requisition  was  prepared 
the  requisition  was  not  cancelled.   This  has  the  effect  of  overstating  encum- 
brances and  hinders  year-end  expenditure  planning. 

RECOMMENDATION 

We  recommend  that  the  Ranch: 

1)  Bill  the  general  fund  on  a  timely  basis  for 

goods  delivered  to  the  prison  food  service  regardless  of 
the  financial  position  of  the  general  fund.   The  practice 
of  using  intra-agency  enterprise  funds  to  attempt  to 
stay  within  appropriations  should  be  discontinued. 

2)  We  recommend  that  the  Prison  reconcile  monthly,  the 
Form  511  Budgeted  Encumbrance  Subsidiary  Detail  Ledger 

to  the  agency's  copies  of  outstanding  requisitions,  agency 
purchase  orders  and  purchase  orders .   All  discrepancies 


-12- 


COMMENTS 
(continued) 

RECOMMENDATION  (continued) 

should  be  resolved  as  soon  as  possible,   M.O.M.  2-1360 
establishes  a  desired  method  for  reconciling  the 
encumbrances. 

CASH  DISBURSEMENTS  AND  EXPENDITURES 

During  our  review  of  cash  disbursements  and  expenditures ,  it  was 
noticed  that  several  distribution  and  journal  vouchers  were  prepared 
allocating  costs  to  the  ranch  revolving  fund  paid  for  by  the  general 
fund.   Often,  these  vouchers  did  not  have  adequate  documentation  justi- 
fying the  cost  allocation  to  the  Ranch.   Many  of  the  entries  were  also 
made  near  year-end  for  the  entire  year's  activity.   The  Ranch  accountant 
did  not  approve  these  vouchers  as  they  were  prepared  by  the  accounting 
office. 

Document  numbering  logs  were  not  maintained  for  distribution  and 
journal  vouchers.  A  current  authorized  signature  record  could  not  be 
located. 

RECOMMENDATION 

We  recommend  that  the  Prison: 

1)   Prepare  distribution  vouchers  allocating  costs  between 
funds  on  a  quarterly  basis  to  provide  accurate  budget 
information  as  to  appropriations .   The  vouchers  should 
be  supported  by  adequate  documentation  and  approved  by 
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COMMENTS 
(continued) 

RECOMMENDATION  (continued) 

the  supervisor  of  the  accounting  entity  being  charged. 
Furthermore,  to  properly  allocate  utility  costs  between 
various  programs,  the  Prison  should  proceed  as  soon 
as  possible  to  have  the  Montana  Power  Company  study  the 
utility  costs  of  the  various  Prison  buildings. 

2)  Prepare  an  updated  authorized  signature  record  and  file  it 
in  a  suitable  location  (M.O.M.  2-75-3) . 

3)  Maintain  a  document  numbering  log  for  distribution  and 
journal  vouchers. 

FIXED  ASSETS 

During  our  review  of  fixed  assets ,  it  was  observed  that  many  items 
have  been  tagged  and  accounted  for.   The  prison  is  to  be  commended  for 
their  effort  in  attempting  to  account  for  fixed  assets.   However,  the 
procedure  is  not  complete  and  with  the  old  prison  being  closed  down, 
a  good  opportunity  exists  to  account  for  all  fixed  assets  accurately  and 
at  historical  cost. 

RECOMMENDATION 

We  recommend  that  the  Prison  complete  its 

accounting  for  fixed  assets  as  soon  as 
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COMMENTS 
(continued) 

RECOMMENDATION  (continued) 

possible.   The  assets  then  should  be  reflected  on  SBAS 

as  a  general  fixed  asset  account.   Adequate  documentation 

must  accompany  the  valuation  of  the  assets  to  insure 

that  an  audit  opinion  can  be  made  on  the  general  fixed 

asset  account  in  future  years. 

We  recommend  that  the  Department  of  Administration  furnish  the 

Prison  with  adequate  guidelines  as  to  what  procedures  and 

documentation  the  agency  needs  to  substantiate  estimates 

attributed  to  fixed  assets  when  historical  costs  are  not 

available.   The  procedures  should  be  sufficient  to  allow  an 

expression  of  opinion  on  the  general  fixed  asset  account  in 

future  audits  of  the  Prison.   The  Office  of  the  Legislative 

Auditor  may  need  to  be  consulted  by  the  Department  of 

Administration  in  establishing  these  procedures. 

CASH  RECEIPTS 

During  our  review  of  cash  receipts,  it  was  noticed  that  deposits 
are  made  weekly,  regardless  of  the  dollar  amount.   Receipts  in  excess  of 
$25,000  each  were  received  for  timber  sales  and  oil  leases.   A  daily 
record  of  collections  was  not  prepared,  nor  a  registry  of  safe  combinations 
or  keys  to  safekeeping  devices. 
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COMMENTS 
(continued) 

RECOMMENDATIONS 

We  recommend  that  the  Prison: 

1)  Deposit  monies  whenever  they  exceed  $500.00  (M.O.M. 
2-1210.22).   Even  though  inmate  monies  are  not  considered 
State  monies,  we  feel  the  same  control  procedures  should 
apply. 

2)  Deposit  receipts  of  $25,000  or  more  immediately  and 
notify  the  Treasury  Division  by  telephone  in  order 
that  investments  may  be  made  (M.O.M.  2-1210.22). 

3)  Maintain  a  daily  record  of  collections  (M.O.M.  2-1210.24). 

4)  Maintain  a  registry  of  safe  combinations  or  keys  to 
safekeeping  devices  (M.O.M.  2-1210.26).   Also, 

the  combination  to  the  safe  should  be  changed  as  it  has 
been  many  years  since  the  last  change. 

PURCHASING 

Currently  state  agencies,  according  to  the  Purchasing  Division 
requisition  time  schedule,  must  order  items  costing  in  excess  of  $150 
through  the  Purchasing  Division  of  the  Department  of  Administration. 
Furthermore,  state  agencies  must  obtain  three  quotes  to  determine  a 
low  bid  on  items  costing  from  $50  to  $150.   Although  we  recognize  the 
need  to  maximize  the  use  of  state  monies,  we  also  recognize  that  inflation 
over  the  past  years  has  made  this  policy  a  burden  on  both  the  Prison 
and  on  the  purchasing  department. 
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COMMENTS 


(continued) 


RECOMMENDATION 

We  recommend  that  the  Department  of  Administration 
review  the  dollar  limits  for  purchases  and  raise  them 
accordingly  considering  the  effect  of  inflation. 

INVENTORIES 

The  Prison  maintains  perpetual  inventory  records  but  did  not  take 
a  formal  annual  physical  inventory  at  June  30,  1979  to  verify  and 
adjust  the  perpetual  inventory  records.   As  part  of  the  annual  physical 
inventory  procedures,  a  list  of  excess  and  obsolete  inventory  items 
should  be  prepared  and  appropriate  action  should  be  taken  to  surplus 
these  items  as  soon  as  possible. 

The  Department  of  Institutions  has  a  computerized  inventory 
system  (SIMS)  that  maintains  the  perpetual  inventory  records.   This 
system  has  intrinsic  value  in  that  it  maintains  dollar  value  control 
of  the  inventory  and  eliminates  time-consuming  manual  posting. 

RECOMMENDATION 

We  recommend  that  the  Prison: 

1)   Take  formal  annual  physical  inventories  in  the  warehouse 
and  the  Canteen,  involving  non-warehouse  and  non-Canteen 
personnel  in  the  process  and  make  necessary  adjustments 
in  the  perpetual  inventory  records.   Inventory  count  sheets 
should  be  maintained  for  an  audit  trail. 
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COMMENTS 
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RECOMMENDATION  (continued) 

2)  Prepare  a  list  after  taking  the  physical  inventory  of 
excess  and  obsolete  inventory  items  and  take  appropriate 
action  to  surplus  these  items  as  soon  as  possible. 

3)  Convert  perpetual  inventory  records  to  SIMS  if  funding 
for  this  purpose  can  be  obtained. 
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COMMENTS 
(continued) 

PRIOR  YEAR  RECOMMENDATIONS 

We  have  reviewed  the  recommendations  made  in  the  prior  audit 
report  for  the  fiscal  year  ended  June  30,  1976,   Except  as  indicated 
in  the  preceding  section  of  this  report,  the  Prison  has  taken  action 
to  implement  the  recommendations  in  accordance  with  its  responses 
included  in  those  reports. 
FINAL  COMMENTS 

The  above  comments  on  the  Prison  are  of  a  critical  nature.   It 
should  be  pointed  out  that  the  Prison's  system  of  internal  control 
accounting  contains  numerous  strengths  that  have  not  been  enumerated 
in  this  report. 

We  have  reviewed  this  report  with  the  Warden  of  Montana  State 
Prison,  his  staff,  a  representative  of  the  Department  of  Institutions, 
and  where  applicable,  the  Department  of  Administration's  staff. 

We  wish  to  express  our  appreciation  to  those  officials  and 
their  staff  for  their  cooperation  eind  assistance  during  our  engagement. 
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FINANCIAL    STATEMENTS 


MONTANA  STATE  PRISON 
(An  Institution  of  the  State  of  Montana) 
Combined  Balance  Sheet 
All  Funds 
June  30,  1979 


General 
Fund 


Motor  Vehicle 

Earmarked 
Revenue 
Fund 


ASSETS 
Revolving  cash  funds  10,000 

Cash  on  hand  798 

Cash  in  bank 
Cash  in  treasury 
Certificate  of  Deposit 
Accounts  receivable 

Expenditure  abatements  6,326 

Receipts 

Expense  advances  to  employees  314 

Investments 

Transfer  to  construction 

advance  account 
Encumbered  appropriation 

Total  Assets 

LIABILITIES,  RESERVES,  AND  FUND  BALANCES 

Accounts  payable 

Accrued  support  expenditures 

and  withdrawals 
Active  cancelled  warrant  clearing 
Due  to  inmates 
Inter-entity  loans  payable 
Property  held  in  trust 
Receipts  collected  in  advance  

Total  liabilities  288,518 


288,518 

305,956 

0 

239,340 
49,041 

2,959 
7,495 

137 


10,454 


Reserve  for  expense  advances 

to  employees 
Reserve  for  accounts  receivable  - 

expenditure  abatements 
Reserve  for  cash  on  hand 
Reserve  for  contingent  revolving 

fund  advances 
Fund  balance 


314 

6,326 
798 

10,000 
0 


(10,454) 


Total  Lieibilities  And 
Fund  Balance 


305,956 


See  accompanying  notes  to  financial  statements. 
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Federal  and  Private  Revenue  Fund 

Law  Enforcement 

Assistance 
Administration 

Grants  Other 


Prison 

Bond  Proceeds 

Ranch 

Prison 

and 

Revolving 

Agency 

Insurance 

Fund 

Fund 

Fund 

(Note  4) 

(Note  3) 

(6,548) 


(6,548) 


1,738 


19,000 


20,738 


11,655 
95,655 

12,617 
40,919 

(200) 
36,788 
197,434 

14,072 
2,666 


13,598 


13,598 


6,107 

400 

62,165 

129,774 

2,257 

10,000 

(30) 

13,424 

5,000 


149,275 

79,822 

75,337 

9,202 

77,564 

205 

3,004 

16,738 


87,543 


77,769 


(27,286) 


180,696 


13,598 


61,732 


2,053 


(6,548) 


197,434 


13,598 


149,275 


79,822 
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MONTANA  STATE  PRISON 

(An  Institution  of  the  State  of  Montana) 

Combined  Statement  of  Revenue  and  Income  —  Estimated  and  Actual 

All  Funds 
For  the  Fiscal  Year  Ended  June  30,  1979 


Federal  and  Private  Revenue  Fund 


General  Fund 
(Note  5) 
Estimated       Actual 


Law  Enforcement  Assistance 
Administration  Grants 


Estimated 


Actual 


Adult  Basic  Education  grsmt 
(Office  of  Superintendent  of 
Public  Instruction) 


Agricultural  product  sales: 

Processed  beef 

Processed  pork 

Dairy  products 

By-products   auid  hides 

Manufactured  meats 

Timber  29,000 

CETA-PSE  funds 
Federal  training  assistance 
Interest  income 
Law  Enforcement  Assistance 

Administration  Grants 
Oil  and  gas  leases  36,000 

Prison  industries 
Reimbursements 

Insurance  loss 

Out-of-state  inmates 

Subsistence  charges  9,100 

University  of  Montana 

Foundation  —  University 
Guards 
World  of  Work  (CETA)  funds  


60,893 


68,405 


27,042 


354,450 


4,150 


Total 


74,100 


419,493 


68,405 


27,042 


See  accompanying  notes  to  financial  statements. 
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Federal  and  Private 
Revenue  Fund 

Other  

Estimated   Actual   Estimated 


Bond  Proceeds  and 
Insurance  Fund 

Actual 


Prison  Ranch 

Revolving  Fund 

Estimated   Actual 


Prison  Agency 
Fund 
Estimated   Actual 


18,000 


16,575 


414,048 
10,000 


248,244 
15,988 


1,109,532 

29,300 
29,000 


457,044 

222,727 

312,989 

27,590 

31,527 

0 


375 


36,000 
50,000 


0 
25,680 


6,336 


51,000     135,001 


21,200 
6,000 


25,230 
2,294 


520,248 


443,332 


6,336    1,253,832   1,077,557 


375 
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MONTANA  STATE  PRISON 

(An  Institution  of  the  State  of  Montana) 

Combined  Statement  of  Expenditures  Compared  with  Appropriations 

All  Funds 
For  the  Fiscal  Year  Ended  June  30,  1979 


General  Fund 

Appropriations 
Expenditures 

Unexpended  balance 

Motor  Vehicles  Earmarked  Revenue  Fund 
Appropriations 
Expenditures 

Unexpended  balance 


Montana 

State 
Prison 
Prograin 

Administration 
Program 

Care  and 

Custody 

Program 

72,934 
0 

1,508,186 
1,411,851 

96,335 

3,449,429 
3,515,095 

72,934 

(65,666) 

Federal  and  Private  Revenue  Fund 
Law  Enforcement  Assistance 

Administration 
Appropriations 
Expenditures 

Unexpended  balance 

Federal  and  Private  Revenue  Fund  Other 
Appropriations 
Expenditures 

Unexpended  balance 

Bond  Proceeds  and  Insurance  Fund 
Appropriations 
Expenditures 

Unexpended  balance 

Prison  Ranch  Revolving  Fund  (Note  4) 
Appropriations 
Expenditures 

Unexpended  balance 

Program  Totals 

Appropriations 
Expenditures 

Unexpended  balance 


28,757 
0 

3,206 
3,206 

0 

8,783 
6,849 

28,757 

1,934 

236,550 
0 

207,025 
248,113 

(41,088) 

86,195 
76,332 

236,550 

9,863 

0 

386 

(386) 

0 

5,943 

(5,943) 

338,241 
0 

1,718,417 
1,669,499 

48,918 

3,544,407 
3,598,276 

338,241 

(53,869) 

See  accompanying  notes  to  financial  statements. 


Development 
Services 
Program 


License  Prison 

Ranch  and      Plate         Industries  Total 

Dairy       Factory  Revolving  Account  All 

Program      Program Program Programs 


888,254 
950,492 

(62,238) 


5,918,803 
5,877,438 

41,365 


628,646 
382,845 


628,646 
382,845 


245,801 


245,801 


61, 

,242 

101, 

,98B 

44, 

,492 

— 

54, 

,547 

16, 

,750 



47, 

,441 

2 

,568 

532, 

,338 

14 

,687 

— 

339, 

,132 

(12 

,119) 

— 

193, 

,206 

0 

0 

149 

— 

535 

(149) 

— 

(535) 

1, 

,035, 

,628 

30, 

,000 

1 

,065 

,628 

Ij 

,015, 

,512 

25, 

,918 

1_ 

,047 

,373 

20, 

,116 

4, 

,082 

18 

,255 

952,064 

1, 

,035, 

,628 

628, 

,646 

30, 

,000 

8 

,247 

,40  3 

1,009,820 

!_, 

,015, 

,512 

382, 

,845 

25, 

,918 

1_ 

,701 

,870 

(57,756) 

, 

20, 

,116 

245, 

,801 

4 

,082 

— 

545 

,533 
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MONTANA  STATE  PRISON 
(An  Institution  of  the  State  of  Montana) 
Statement  of  Sources  and  Applications  of  Cash  Funds 

All  Funds 
For  the  Fiscal  Year  Ended  June  30,  1979 


Cash  Funds  Were  Provided  by; 


See  accompanying  notes  to  financial  statements 


Prison  Ranch 
Revolving 

Fund 
(Note  4) 


Operations: 

Excess  revenues  over  expenditures  30  i85 

Prior  year  ranch  income  received 

during  fiscal  year  1979 
Expenditures  charged  to  prior  year  operations 
Total  from  operations 
Increase  in  accounts  payable  and  accrued 

withdrawals 
Increase  in  receipts  collected  in  advance 

Total  Cash  Funds  Provided 

Cash  Funds  Were  Applied  To: 


20 

,237 

(7 

,920) 

42 

,502 

62, 

,062 

3, 

,000 

107, 

564 

10,983 


Increase  in  accounts  receivable 
Reimburse  general  fund  for  oil  and 

gas  lease  receipts  and  timber  sale  receipts 

(^°te  5)  320,052 

Total  Cash  Funds  Applied  331  035 

Increase  (Decrease)  in  cash  funds  during 

the  year  (223,471) 

Cash  balance,  July  1,  1978  359  353 

Cash  balance,  June  30,  1979  135~^¥82' 
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MONTANA  STATE  PRISON 
(An  Institution  of  the  State  of  Montana) 
Notes  to  Financial  Statements 
June  30,  1979 


Summary  of  Significant  Accounting  Policies 

The  accounting  policies  of  Montana  State  Prison  conform  to 
generally  accepted  accounting  principles  as  applicable  to 
governmental  units  except  where  specifically  explained  in 
these  notes.   The  following  is  a  summary  of  the  more  significant 
policies. 

Fund  Accounting 

The  accounts  are  organized  on  the  basis  of  funds,  each  of  which 

is  considered  to  be  a  separate  accounting  entity.   The  operations 

of  each  fund  are  accounted  for  by  providing  a  separate  set  of 

self-balancing  accounts  which  comprise  its  assets,  liabilities, 

reserves,  fund  balance,  revenues  and  expenditures.   The  different  funds 

included  in  the  financial  statements  and  their  purposes  are: 

General  Fund  -  To  account  for  all  Montana  State  Prison 
revenues  and  expenditures  not  included  in  any  other  funds. 

Earmarked  Revenue  Fund  -  To  account  for  expenditures 
specifically  designated  by  law  for  the  manufacturing 
of  license  plates.   Revenue  is  accounted  for  by  the 
Department  of  Justice. 

Federal  and  Private  Revenue  Funds  -  To  account  for 
governmental  program  receipts  and  expenditures . 

Bond  Proceeds  and  Insurance  Clearance  Funds  -  To  account 
for  insurance  proceeds  and  expenditures  relating  to  property 
losses  at  the  Prison. 

Prison  Ranch  Revolving  Account  -  To  account  for  income 
and  expenditures  of  the  Prison  Ranch  on  an  enterprise 
fund  accounting  basis. 

Agency  Fund  -  To  reflect  cash  held  for  men  committed 

to  Montana  State  Prison  and  to  reflect  the  corresponding 

liability. 
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MONTANA  STATE  PRISON 
(An  Institution  of  the  State  of  Montana) 
Notes  to  Financial  Statements 
(continued) 


Basis  of  Accounting 

The  modified  accrual  basis  of  accounting,  under  which  expendi- 
tures are  recorded  when  the  liability  is  incurred  and  revenues 

are  recorded  when  received  in  cash  unless  susceptible  to  accrual 

(i.e.  measurable  and  available  to  finance  the  agency's  operations) 

or  of  a  material  amount  and  not  reflected  at  the  normal  time 
of  receipt,  is  followed  for  all  funds. 

Appropriations 

Appropriations  in  the  general  fund  are  made  by  the  legislature 
for  operating  purposes  of  Montana  State  Prison.   Expenditures 
against  these  appropriations  are  funded  by  corresponding  funds 
at  the  state  level.   Unexpended  or  unencumbered  balances  in  these 
appropriations  revert  to  the  respective  state  funds  at  year  end. 

Inventories 

Inventories  are  expensed  at  the  time  of  purchase. 

General  Fixed  Assets 

The  Prison  has  not  maintained  a  complete  record  of  its  general 
fixed  assets.   Assets  purchased  are  recorded  as  expenditures  in 
the  various  funds  in  the  year  of  purchase  or  encumbrance.   De- 
preciation is  not  recorded  on  general  fixed  assets. 

Vacation  Pay  and  Sick  Pay 

The  value  of  unused  vacation  and  unused  sick  leave  accumulated 
by  employees  is  not  recorded  as  a  liability.   Each  permanent 
employee  can  accumulate  and  carryover  a  maximuin  of  two  years 
vacation  into  a  new  calendar  year.   Upon  termination,  qualifying 
permanent  employees  having  unused  accumulated  vacation  and  sick 
leave  receive  payment  for  vacation  leave  on  a  100%  basis  and 
sick  leave  on  a  25%  basis.   The  amount  of  the  liability  associated 
with  unused  accumulated  vacation  and  sick  leave  at  June  30,  1979 
was  not  readily  available  for  the  Prison. 

Retirement  Plan 

Employees  at  the  Prison  are  covered  by  the  Public  Employees ' 
Retirement  System,  a  contributory  retirement  plan.   Employer 
contributions  for  the  year  ended  June  30,  1979  for  all  funds 
were  $260,920.   The  State's  policy  is  to  fund  accrued  pension 
costs.   The  unfunded  past  service  costs  and  the  actuarially 
computed  value  of  vested  benefits  are  not  readily  available  for 
members  of  the  plan. 
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MONTANA  STATE  PRISON 

(An  Institution  of  the  State  of  Montana) 

Notes  to  Financial  Statements 

(continued) 

Accounts  Not  on  Statewide  Budgetary  and  Accounting  System 

The  assets  in  the  agency  fund  primarily  represents  cash  held  in 
trust  for  the  men  committed  to  Montana  State  Prison.   These  assets 
and  the  corresponding  liability  are  not  recorded  in  the  Statewide 
Budgeting  and  Accounting  System,  but  have  been  reflected  in  the 
financial  statements  for  reporting  purposes. 

4.  Prison  Ranch  Revolving  Fund 

An  enterprise  fund  was  set  up  to  account  for  the  Ranch  operations 
beginning  July  1,  1975.   However,  inventories,  fixed  assets  and 
depreciation  have  not  been  recorded  for  financial  reporting 
purposes  as  required  by  generally  accepted  accounting  principles 
Although  the  Prison  Ranch  is  in  the  process  of  determining  the 
carrying  values  of  these  items,  the  carrying  values  were  not 
available  at  June  30,  1979  for  financial  reporting  purposes. 
Their  exclusion  from  the  financial  statements  has  a  material  effect 
on  the  financial  position  of  the  Prison  Ranch  Revolving  Fund. 

5.  Prior  Year  Revenue  Adjustments 

On  February  20,  1979  the  Attorney  General  determined  that 
oil  and  gas  lease  and  timber  sale  receipts  from  the  Prison 
Ranch  property  had  to  be  deposited  to  the  state  general  fund. 
To  effect  the  transfer  of  funds  from  the  Prison  Ranch  Revolving 
Fund,  an  entry  was  recorded  to  reduce  the  Prison  Ranch  Revolving 
Fund's  prior  year  revenue  by  $314,021  for  oil  and  gas  lease 
receipts  and  $6,030  for  timber  sale  receipts.   However, 
in  recording  the  corresponding  entry  in  the  Prison  general  fund, 
these  receipts  of  $320,051  were  credited  to  current  year  revenue 
rather  than  prior  year  revenue.   The  incorrect  recording 
of  the  transaction  significantly  overstates  current  year  revenue 
of  the  Prison  general  fund. 

0.    Contingencies 

The  Prison  is  a  defendent  in  lawsuits  at  June  30,  1979  by  a  former 
inmate  and  by  two  families  who  claim  the  Prison  wrongfully 
permitted  two  prisoners  to  escape.    The  insurance  carriers  for 
the  Prison  have  become  involved  in  these  matters.   Legal  counsel 
for  the  Prison  believe  that  the  amount  of  loss,  if  any,  will  be 
covered  by  insurance. 
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MONTANA  STATE  PRISON 
(An  Institution  of  the  State  of  Montana) 
Schedule  of  Expenditures  by  Program 
All  Funds 
For  the  Fiscal  Year  Ended  June  30,  1979 


Livestock 

Livestock 


Administration 
Program 


Care  and 

Custody 

Program 


Development 
Services 
Program 


Personal  Services 
Salaries 
Hourly  Wages 
Employee  benefits 
Total  personal  services 

Operating  Expenses 

Contracted  services 

Supplies  and  materials 

Communications 

Travel 

Rent 

Utilities 

Repair  and  maintenance 

Other  expenses 

Total  operating  expenses 


857,829 

2,266,204 

573,486 

0 

724 

25 

152,422 

404,965 

105,984 

1,010,251 

2,671,893 

679,495 

95,037 

42,661 

282,884 

139,263 

750,473 

34,551 

34,706 

379 

934 

11,200 

339 

9,519 

3,188 

298,471 

45,960 

7,677 

1,323 

2,596 

112,227 

7,720 

626,486 

924,617 

330,005 

Equipment 

Equipment 


32,762 


1,766 


320 


Total 


1,669,499 


3,598,276 


1,009,820 
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lanch  and 

License  Plate 

Prison  Industries 

Total 

Dairy 

Factory 

Revolving  Account 

All 

Program 

Program 

Program 

Programs 

348,001 

32,515 

0 

0 

70,524 

5,356 

418,525 

37,871 

7,887 

24 

422,703 

344,132 

660 

2,288 

6,776 

47,747 

42,904 

770 

251 

48 

531,216 

344,974 

7,103 

4,078,035 
749 
739,251 


4,818,035 

428,493 

23,641 

1,714,763 

35,745 

88 

14,849 

19,483 

346,218 

336 

98,970 

122,842 

24,065 

2,781,363 

1,853 

43,804 

58,668 


58,668 


1,015,512 


382,845 


25,918 


7,701,870 
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MONTANA  STATE  PRISON 

(An  Institution  of  the  State  of  Montana) 

Schedule  of  Changes  in  Inmate  Trust  Accounts 

For  the  Fiscal  Year  Ended  June  30,  1979 


Account  Balances  June  30,  1978     June  30,  1979 

Inmate  accounts 

Inmate  Canteen  Fund 

Inmate  Payroll  Fund 

Inmate  Postage  Fund 

Inmate  Visiting  Room  Fund 

Inmate  Welfare  Fund 

Baha'i'  —  Spiritual  Assembly  Fund 

Clark  Fork  Group  AA  Fund  (1) 

Clark  Fork  Group  AA  Fund  (2) 

Confiscated  Account 

Fireboot  Fund 

Lock  Fund 

Montana  State  Prison  Copies  Fund 

Mountain  States  Telephone  Fund 

North  American  Indian  League  Fund  (1) 

North  American  Indian  League  Fund  (2) 

Protestant  Chaplain  Fund 

Spanish  Fork  Jaycees  Fund 

Yokefellow  Fund 

Miscellaneous  Funds  under  $100 

Total 

Summary  of  Activity  for 

Fiscal  Year  Ended  June  30,  1979 

Balance,  July  1,  1979  63,045 

Additions  405,769 

Reductions  (391,250) 

Balance,  June  30,  1979                                    77,564 


35,142 

40 

,962 

x9,973 

17 

,443 

0 

9 

,307 

3,337 

3 

,223 

141 

141 

842 

417 

135 

0 

155 

82 

159 

626 

486 

494 

608 

260 

774 

682 

0 

264 

473 

734 

331 

544 

0 

229 

16 

1 

,024 

151 

526 

55 

132 

267 

474 

i  3,045 

77 

,564 

Note:   Because  of  numerous  transfers  between  accounts,  individual 
account  activity  summaries  are  not  presented. 
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MONTANA  STATE  PRISON 
(An  Institution  of  the  State  of  Montana) 
Schedule  of  Construction  Costs 
June  30,  1979 


Total 
Expended 

Through  Unencumbered 

Appropriation     6/30/79       Encumbered    Balance 


New  inmate  living 
units ,  sewage  and 
water  improvements 
and  re-roofing       3,775,000      3,507,590         226,697      40,713 

Special  grant  to 

aid  in  completion 

of  new  prison  95,000         95,000  0 

Rebuilding  of  band 

room  196,909         195,222  1>500         ^87 

Totals  4,066,909      3,797,B12         228,197      40,900 
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AGENCY  REPLIES 


qovernor 
Thomas  l.  judge 


DIRECTOR 
LAWRENCE  M.  ZANTO 


JS^ate  of  ^bntana 
department  of  ^nstttuttons 


Helena,  59601 
October  11,    1979 


board  members 
zella  a.  jacobson,  great  falls 
Eldon  E.  kuhns,  billings 
willis  m.  mckeon.  malta 
Dennis  f.  Dolan.  butte 

JOHN  W.  STRIZICH,  M.D.,  HELENA 


Legislative  Audit  Committee 

of  the  Montana  State  Legislature 
Office  of  the  Legislative  Auditor 
State  Capitol 
Helena,  Montana  59601 

Gentlemen: 

We  have  reviewed  the  audit  report  prepared  by  Hensleigh,  Ottolin*  & 
Salisbury,  Certified  Public  Accountants  of  the  Montana  State  Prison. 

The  report  provides  a  very  welcome  service  and  is  sincerely  appreciated. 

Our  response  to  recommendations  is  attached. 

Sincerely, 

— "^^-^Tawrence  M.  Zant 
Director 

LMZ:jb 

Enclosure. 
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SUMMARY  OF  PREVIOUS  AUDIT  RECOMMENDATIONS 


RECOMMENDATION 

We  recommend  that  the  Prison  review  accounts  receivable  periodically 
during  the  year  to  Insure  that  all  revenues  accrued  and  billed  are 
promptly  collected  and  to  assure  accounts  are  properly  recorded  and 
adjusted. 

RESPONSE 

The  Prison  will  review  all  accounts  receivables  on  a  monthly 
basis. 

RECOMMENDATION 

We  recommend  that  the  Prison  comply  with  MCA  2-17-105  on  Insurance  on 
state  buildings,  use  of  proceeds  —  building  replacement  and  transfer 
these  monies  as  specified  by  law. 

RESPONSE 

The  Prison  will  transfer  the  fire  fund  money  to  the  General  Fund  to 
comply  with  the  state  statutes  concerning  proceeds  from  insurance 
losses. 

RECOMMENDATION 

We  recommend  that  the  Prison: 

(1)  Set  up  a  written  pricing  policy  on  markups  for  the  various 
types  of  goods  sold  at  the  Canteen. 

RESPONSE 

Written  pricing  policies  concerning  goods  sold  at  the  Cantten  will 
be  established. 

(2)  Study  the  financial  Impact  of  the  pricing  policy  for  Canteen  goods 
and  determine  if  profits  could  be  used  to  reimburse  the  general 
fund. 

RESPONSE 

A  revolving  fund  will  be  established  in  SBAS  for  the  Canteen  and 
all  appropriate  costs  will  be  charged  to  this  fund. 
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RECOMMENDATION 

We  recommend  that  the  Prison: 

(1)  Telephone  the  cheese  manufacturer  within  one  week  of  delivery  of 
excess  milk.   The  butter  fat  content  and  other  applicable  information 
necessary  to  bill  the  manufacturer  can  then  be  obtained  and  a  bill 
submitted.   The  bill  should  indicate  that  the  amount  is  due  within 

30  days  and  the  30  day  limit  should  be  strictly  enforced.   The 
ranch's  copy  of  the  weigh  stations'  weight  registration  for  pounds 
of  milk  delivered  can  be  used  as  a  partial  check  of  the  manufacturer's 
information. 

RESPONSE 

Within  one  week  of  the  milk  delivery  the  Ranch  Accountant  will 
contact  the  cheese  manufacturer  for  the  necessary  information  to 
make  the  billing.   Every  effort  will  be  made  to  collect  outstanding 
bills  within  the  30  days, 

(2)  Account  for  delivery  tickets  in  a  document  numbering  log.  The  pads 
of  delivery  tickets  issued  to  the  various  responsibility  centers 
should  be  signed  for  and  a  register  maintained  of  pads  of  tickets 
Issued.  The  pink  copy  of  the  delivery  ticket  that  is  prepared 
should  be  maintained  by  the  responsibility  center  as  evidence  of  a 
shipment  made  and  for  reference  purposes.   Currently  the  pink  copy 
is  discarded. 

RESPONSE 

A  document  numbering  log  will  be  established  and  all  delivery 
tickets  will  be  accounted  for.   The  pink  copy  of  the  delivery 
ticket  will  be  maintained  by  the  responsibility  center  from  which 
delivery  was  made. 

(3)  Designate  an  individual  to  assume  the  Ranch  accountant's  duties 
when  the  accountant  is  expected  to  be  absent  an  extended  period  of 
time.  This  will  continue  the  processing  of  invoices  and  delivery 
tickets,  as  well  as  provide  additional  control  over  the  Ranch 
account  process. 

RESPONSE 

The  Ranch  accountant's  duties  will  be  assumed  by  the  Prison's 
accounting  supervisor  when  the  Ranch  accountant  is  absent. 

RECOMMENDATION 

We  recommend  that  the  Prison  review  the  license  plate  factory  program  to 
determine  if  utility  costs  could  be  allocated  to  the  program  and  thus 
funded  by  the  motor  vehicles  earmarked  revenue  fund. 
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RESPONSE 

There  were  no  utility  costs  budgeted  from  the  Motor  Vehicle  Earmarked 
Fund  for  the  License  Plate  Factory.   As  soon  as  the  estimate  of 
utility  usage  for  the  Plant  is  made,  funds  will  be  requested  from 
the  Department  of  Justice  to  pay  for  these  costs. 

RECOMMENDATION 

We  recommend  that  the  Prison: 

(1)  Set  rental  prices  at  fair  market  value  (allowing  such  items  as 
discounts  to  employees  that  are  required  by  the  employer  to  live  on 
the  premises) . 

(2)  Have  employees  living  in  housing  rentals  sign  rental  agreements 
which  Include  a  list  of  state  owned  personal  property  on  the  premises. 

We  recommend  that  the  Department  of  Institutions  establish  written 
guidelines  on  charges  for  rental  housing. 

RESPONSE 

The  Department  of  Institutions  has  drafted  a  Housing  Policy  which 
applies  to  all  Institutions.  This  Policy  is  in  draft  form  and  will 
be  implemented  after  final  review. 

RECOMMENDATION 

We  recommend  that  the  Prison  require  supervisors  to  sign  leave  requests 
before  they  are  posted  on  the  leave  cards. 

RESPONSE 

All  leave  slips  will  be  required  to  have  the  appropriate  supervisor's 
signature  before  the  leaves  are  posted  to  an  individual  leave 
record. 

RECOMMENDATION 

We  recommend  that  the  Prison: 

(1)  Continue  to  study  (a)  the  reasons  for  excess  overtime  while 
remaining  within  the  guidelines  of  Montana  law  MCA  53-30-103 
regarding  the  working  hours  of  correctional  personnel,  and  (b)  the 
efficiency  of  scheduling  employees  to  work  areas  and  shifts.  A 
study  should  be  made  as  to  how  many  additional  full  time  employees 
could  be  hired  to  alleviate  the  overtime  burden  at  no  additional 
dollar  cost  to  the  Prison.   As  an  example  of  overtime,  there  were 
663  hours  overtime  reported  in  the  custody  section  for  the  period 
of  November  4th  to  the  lOth. 
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RESPONSE 

A  complete  review  of  all  overtime  la  being  made  in  an  effort  to 
reduce  the  overtime  expenditures.   All  employees  and  positions  are 
being  evaluated  daily  to  determine  if  scheduling  changes  can  be 
made  to  reduce  overtime. 

(2)  Revise  individual  employee  time  cards.   Currently,  the  daily  hours 
indicated  on  the  time  sheets  are  again  transferred  to  the  individual's 
time  card.  This  results  in  a  duplication  of  work,  errors,  and 
cluttered  and  hard  to  read  individual  time  cards.   The  individual 
time  cards  should  be  designed  to  report  only  the  total  time  for  the 
week  as  to  regular  time,  sick  leave,  vaction  leave  and  overtime. 

The  time  sheets  should  include  a  total  column  for  each  employee 
which  would  then  be  used  by  the  payroll  clerk  to  post  to  the 
individual  time  card.  All  time  sheets  should  be  totaled  and 
compared  to  the  total  hours  reported  on  the  pre-payroll  that  is 
sent  to  Central  Payroll. 

Because  overtime  is  not  always  paid  time,  the  overtime  sheets  must 
be  broken  down  as  to  compensatory  time  and  paid  time  in  the  total 
column  to  allow  a  reconciliation  to  the  pre-payroll  report.   All 
time  sheets  should  be  signed  by  the  individual  employee  and  all 
overtime  approved  by  the  shift  supervisor  before  submission  to  the 
payroll  clerk. 

RESPONSE 

The  individual  employee  time  cards  will  be  revised  to  comply  with 
this  recommendation.   The  Prison  is  in  complete  agreement  with  this 
recommendation  and  feels  that  this  will  reduce  the  amount  of 
errors  which  are  now  occurring  on  the  employees  checks. 

(3)  The  possibility  of  a  time  clock  for  custody  employees  should  also 
be  considered  for  both  accounting  and  control  purposes. 

RESPONSE 

The  possibility  of  a  time  clock  will  be  explored  to  determine  if 
this  method  of  registering  employee  time  will  be  a  benefit  to  the 
institution. 

RECOMMENDATION 

We  recommend  that  the  Ranch: 

(1)   Bill  the  general  fund  on  a  timely  basis  for  goods  delivered  to  the 
Prison  food  service  regardless  of  the  financial  position  of  the 
general  fund.   The  practice  of  using  intra-agency  enterprise  funds 
to  attempt  to  stay  within  appropriations  should  be  discontinued. 
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RESPONSE 

All  general  fund  obligations  to  the  Prison  ranch  will  be  paid  on  a 
monthly  basis  as  part  of  the  New  Cost  Accounting  System  implementd 
for  the  Ranch. 

(2)  We  recommend  that  the  Prison  reconcile  monthly,  the  Form  511 
Budgeted  Encumbrance  Subsidiary  Detail  Ledger  to  the  agency's 
copies  of  outstanding  requisitions,  agency  purchase  orders  and 
purchase  orders.  All  discrepancies  should  be  resolved  as  soon  as 
possible,  M.O.M.  2-1360  established  a  desired  method  for  reconciling 
the  encumbrance. 

RESPONSE 

The  Budgeted  Encumberance  Subsidiary  Detail  Ledger  will  be  reconciled 
on  a  monthly  basis  in  accordance  with  the  instructions  issued  in 
M.O.M.   21360. 

RECOMMENDATION 

We  recommend  that  the  Prison: 

(1)  Prepare  distribution  vouchers  allocating  costs  between  funds 
should  be  done  on  a  quarterly  basis  to  provide  accurate  budget 
information  as  to  appropriations.   The  vouchers  should  be  supported 
by  adequate  documentation  and  approved  by  the  supervisor  of  the 
accounting  entity  being  charged. 

RESPONSE 

With  the  new  Cost  Accounting  System  for  the  ranch  enterprises, 
distribution  vouchers  will  be  prepared  on  a  monthly  basis.   This 
will  be  manditory  in  an  effort  to  establish  accurate,  current  rates 
for  prison  produce  commodities.   The  vouchers  will  be  supported  by 
adequate  documentation  and  will  be  approved  by  the  supervisor  of 
the  ranch  operation. 

(2)  Prepare  an  update  authorized  signature  record  and  file  it  in  a 
suitable  location  (M.O.M.  2-75-3). 

RESPONSE 

The  current  authorized  signature  record  will  be  updated. 

(3)  Maintain  a  document  numbering  log  for  distribution  and  journal 
vouchers . 

RESPONSE 

A  documented  number  log  will  be  established  and  maintained  in  the 
accounting  department . 
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(4)  Maintain  a  registry  of  safe  combinations  or  keys  to  safekeeping 
devices  (M.O.M.  2-1210.26).   Also,  the  combination  to  the  safe 
should  be  changed  as  it  has  been  many  years  since  the  last  change. 

RESPONSE 

The  combination  to  the  safe  will  be  changed  and  registry  of  the 
safe  combination  will  be  maintained  with  authorized  signatures 
reviewed  on  a  timely  basis. 

RECOMMENDATION 

We  recommend  that  the  Department  of  Administration  review  the  dollar 
items  for  purchase  and  raise  them  accordingly  considering  the  effect  of 
inflation. 

RESPONSE 

The  Department  of  Administration  will  respond  to  the  recommendation. 
RECOMMENDATION 
We  recommend  that  the  Prison: 

(1)  Take  formal  annual  inventories  in  the  Warehouse  and  the  Canteen, 
involving  non-warehouse  and  non-canteen  personnel  in  the  process 
and  make  necessary  adjustments  in  the  perpetual  inventory  records. 
Inventory  count  sheets  should  be  maintained  for  an  audit  trail. 

RESPONSE 

The  Prison  will  take  physical  inventories  in  the  Warehouse  and 
Canteen  on  an  annual  basis,  however,  due  to  the  staffing  pattern, 
non-warehouse  and  non-canteen  personnel  may  not  be  available  to 
take  such  an  inventory.   Inventory  count  sheets  will  be  maintained 
as  an  audit  trail. 

(2)  Prepare  a  list  after  taking  the  physical  inventory  of  excess  and 
obsolete  inventory  items  and  take  appropriate  action  to  surplus 
these  items  as  soon  as  possible. 

RESPONSE 

The  Prison  is  in  the  process  of  preparing  a  list  of  surplus  and 
obsolete  inventory  items.   Such  items  will  be  disposed  of  in  the 
appropriate  manner. 
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Convert  perpetual  inventory  records  to  SIMS  if  funding  for  this 
purpose  can  be  obtained. 

RESPONSE 

The  last  legislative  assembly  allocated  $4,200.00  for  the  completion 
of  the  perpetual  inventory  records  to  SIMS.   A  study  will  be  made 
as  to  the  inventory  needs  of  the  Prison  to  determine  if  the  $4,200.00 
allocated  is'  sufficient  to  cover  the  cost  of  establishing  such  a 
system. 
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THOMAS   L.  JUDGE,  Governor 
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October  5,  1979 


Hensleigh,  Ottolino  &  Salisbiiry 
Certified  Public  Accountants 
P.  0.  Box  1181 
HelQia,  Montana  59601 

Attention:  Jim  Salisbury 

Gentlemen: 

In  accordance  with  your  request  of  Septeiiber  27,  1979,  we  submit  the  fol- 
lowing responses  to  the  audit  recormendations  for  the  Prison: 

REOCMJENDATION:  We  recoimend  that  the  Department  of  Administration  furnish 
the  prison  with  adequate  guidelines  as  to  w^iat  procedures  and  docimentation 
the  agency  needs  to  substantiate  estimates  attributed  to  fixed  assets  v*ien 
historical  costs  are  not  available.  The  procedures  should  be  sufficient  to 
allow  an  expression  of  opinion  on  the  general  fixed  assets  account  in  future 
audits  of  the  prison.  The  Office  of  the  Legislative  Auditor  may  need  to  be 
consulted  by  the  Department  of  Administration  in  establishing  these  proced- 
ures. 

RESPOMSE:  The  Property  Accountability  Managanent  System  (PAMS) 
chapter  addresses  this  issue  under  section  2-1780.13(0).  The 
section  essentially  suggests  that  vihen  historical  costs  are  not 
readily  ascertainable,  the  agency  should  "estimate".  The  depart- 
ment will  review  these  procedures  with  affected  parties  to  deter- 
mine if  they  are  acceptable,  and  if  not,  modify  or  expand  the 
section  accordingly. 

REOCMMENDATIQ^ :  We  reconmend  that  the  Department  of  Administration  review 
the  dollar  limits  for  purchases  periodically  and  raise  them  accordingly,  con- 
sidering the  effect  of  inflation. 

-  M  0  R  E  - 
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